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Ecuador's Economy and Finance Minister Jorge Gallardo went to Washington, DC, in early October
for meetings with international lending organizations. While there, he got word that all was not well
back home, and he promptly resigned. The following day, Oct. 12, the Corte Suprema de Justicia
(CSJ) issued an arrest warrant for Gallardo, who is accused of irregularities in connection with failed
bank Filanbanco.
On Oct. 9, Gallardo went to Washington to explain the state of the Ecuadoran economy to directors
of the International Monetary Fund (IMF) and the Inter-American Development Bank (IDB). He
hoped to obtain formal approval from the IMF for President Gustavo Noboa's economic programs,
which would allow the release of monies from a standby line of credit that have been held up for
months. Ecuador has pending two disbursements of US$48 million each from an IMF package
of US$304 million authorized in April 2000 (See NotiSur, 2000-04-28). The disbursements have
been delayed because the Noboa administration has been unable to fulfill the IMF's requisites for
obtaining the money.
In June, the IMF agreed to extend the agreement until year-end. An IMF mission went to Ecuador
in September to evaluate the economy, but the team left without releasing a statement regarding its
findings. The Ecuadoran government has publicly said, however, that it has completed all conditions
set by the IMF and that it expects the disbursements to be released in November.
Jeffrey Franks, IMF representative in Ecuador, said the IMF was concerned about the ongoing
problems in the state banking sector. Cleaning up that sector was one of the demands of the IMF
when the standby credit was granted. The Noboa administration is still trying to resolve the problem
of Filanbanco, the nation's largest bank, which was closed in July. The administration is under
strong pressure from clients of Filanbanco, who are demanding the return of their deposits in street
demonstrations that have added to a tense social situation in the country. Filanbanco's depositors
are owed nearly US$450 million.
Other matters that concern the IMF include Ecuador's obligations with the Paris Club, which the
Noboa administration hopes to reschedule, and a pending law of fiscal responsibility, aimed at
reducing the deficit. Gallardo resigns, is quickly replaced
On Oct. 11, while still in Washington, Gallardo announced that he had resigned. He was replaced
by former Banco Central president Carlos Julio Emanuel. The following day CSJ president Galo Pico
Mantilla issued a warrant for Gallardo's arrest based on a request from the Fiscalia de la Nacion.
The accusations against Gallardo are the result of a report from the Superintendencia de Bancos,
which said that the state's interests were jeopardized by Gallardo's actions while he was executive
president of the Banco del Pacifico from June to December 2000. He left the bank after being named
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economy minister in December 2000 (see NotiSur, 2000-12- 22). Gallardo also headed the negotiating
team that restructured Ecuador's debt in August 2000 (see NotiSur, 2000- 08-18).
"I am totally surprised and indignant at the action taken by the prosecutor," Gallardo told an
Ecuadoran television station from Washington shortly before the arrest order was issued. He said
the charges were part of a plot by the Partido Social Cristiano (PSC) to discredit him. CSJ president
Pico Mantilla will now open an investigation that could last at least three months. Prosecutor
Guillermo Mosquera's request to Pico Mantilla alleges that Gallardo set up a business trust on
behalf of Banco del Pacifico shareholders to improperly transfer US$78 million of past-due loans and
debts to state-run Filanbanco before Pacifico was taken over by government regulators.
Pacifico is one of 17 banks taken over by the government since 1998, when the near-collapse of the
corruption-ridden banking system caused the country's worst financial crisis since the 1930s. The
bailout has cost the state more than US$3 billion.
On Oct. 16, Pico Mantilla ordered the preventive detention of Juan Falconi, former superintendent
of banks. Falconi is accused of irregularities during the merger of Filanbanco and La Previsora.
Falconi is accused of not implementing oversight measures in Filanbanco and of authorizing the
merger of the two banks, which analysts said contributed to Filanbanco's collapse. Pico Mantilla also
ordered the arrest of former head of the government Agencia de Garantia de Depositos (AGD) Luis
Villacis and a former administrator of Filanbanco, Gonzalo Hidalgo. They are also accused of not
activating the oversight measures and of irregularities connected with the merger. Police admit that
some of those ordered detained may have left the country, since local media reported the impending
warrants several days before they were issued.

Uncertainty surrounds new minister
Gallardo's unexpected departure has led to uncertainty regarding Ecuador's economic policies.
There were calls within the financial sector for Emanuel to quickly clarify his positions on key
matters such as dollarization and the IMF agreements. Federico Kaune of Goldman Sachs said it
remains unclear whether Emanuel "has the same strength as Gallardo" to push the IMF demands.
Kaune also said that Emanuel is less well- known internationally.
Emanuel has a doctorate in economy from the University of North Carolina. He was president of
the Banco Central de Ecuador during the administration of former president Leon Febres Cordero
(1984-1988) and he has represented the country with the IMF. Emanuel, evidently anticipating such
comments, said he would respect international agreements. He said he had no doubt that a new
agreement would be reached with the IMF "because that is the decision of the government." Noboa
wants a new IMF agreement, considered more important given the critical world situation. The IMF
will be the only source of funding for Ecuador, since it is still unattractive to international investors.

Politics plays a role in change of ministers
As with most events in Ecuador, politics seems to have played a role in Gallardo's ouster. Political
analysts noted that the opposition to the former minister was spearheaded by the PSC. Carlos Jijon,
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columnist for the Quito daily Hoy, said the process against Gallardo was an effort to "destabilize"
the Noboa government and "prepare the terrain" for the next electoral campaign so that the "field
is level." Jijon also pointed out that the present CSJ justices were selected with strong PSC influence
under the party leadership of Febres Cordero.

-- End --
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